of  Medicare 


This  booklet  is  intended  for  employees  of  the  Social  Security 
Administration  and  other  groups  needing  a  basic  under- 
standing of  the  renal  disease  provision  of  Medicare.  This 
presentation  presumes  that  the  reader  already  possesses 
general  knowledge  of  the  Medicare  program,  and  high- 
lights those  facts  about  the  renal  disease  provision  which 
are  unique  to  Medicare. 

Information  contained  in  this  booklet  does  not  alter 
or  supersede  regulations,  operating  procedures,  or  manual 
instructions.  Questions  regarding  content  may  be  directed 
to:  . 

Bureau  of  Health  Insurance 
Chronic  Renal  Disease  Branch 
1-0-3  East  Bldg.,  Low  Rise 
Baltimore,  Maryland  21235 


Telephone  inquiries:  301-594-9012 
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What  It  Is 


The  Renal  Disease  Provision  of  Medicare  represents  the 
first  catastrophic  health  insurance  protection  available  to 
all  age  groups  on  a  national  basis.  Effective  July  1,  1973, 
as  part  of  the  1972  Social  Security  Amendments,  Medicare 
coverage  was  extended  to  most  of  the  Nation's  population 
having  end-stage  renal  disease. 

In  providing  this  legislation  (Section  2991  of  Public 
Law  92-603)  the  Congress  recosnized  the  hish  cost  of 
treating  this  illness  which  was  causing  extreme  financial 
hardship  for  a  significant  number  of  individuals  and 
families.  This  new  provision  of  Medicare  makes  life-saving 
procedures  available  which  many  people  with  this  disease 
had  not  previously  been  able  to  obtain  or  to  afford. 
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Who  Can  Qualify 

Under  the  1972  Social  Security  Amendments  nearly 
everyone  medically  determined  to  have  end-stage  renal 
disease  qualifies  for  Medicare.  Although  the  provision 
itself  and  much  of  what  has  been  written  about  it  uses  the 
term  chronic  renal  disease,  the  law  in  effect  provides 
coverage  only  for  patients  diagnosed  as  having  end-stage 
renal  disease.  End-stage  renal  disease  is  that  stage  of  kidney 
impairment  which  is  irreversible,  cannot  be  controlled  by 
conservative  management  alone,  and  requires  dialysis  or 
kidney  transplantation  to  maintain  life. 

This  provision  offers  a  qualifying  kidney  patient  the 
full  range  of  Medicare  protection  under  Part  A  (basically 
hospitalization  and  certain  post-hospital  care)  and  Part  B 
(physicians'  care,  outpatient  hospital  care,  and  other  health 
services).  A  more  detailed  discussion  of  covered  services 
associated  with  renal  disease  will  follow  in  the  section 
headed.  What  Is  Covered. 
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Eligibility  Requirements 

To  qualify  for  Medicare  under  the  renal  disease  provision  a 
person  must: 

►  Have  end-stage  renal  disease 

and 

►  Be  under  age  65 

(Persons  age  65  and  older  have  the  same  protection 
available  under  the  regular  Medicare  eligibility  rules) 

and 

either 

►  Be  entitled  to  a  monthly  insurance  benefit  under  title  II 
of  the  Social  Security  Act  (or  an  annuity  under  the 
Railroad  Retirement  Act) 

or 

►  Be  fully  or  currently  insured  under  social  security 
(railroad  work  may  count) 

or 

►  Be  the  spouse  or  dependent  child  of  a  person  who  meets 
at  least  one  of  these  last  two  requirements. 

There  is  no  minimum  age  for  eligibility  under  the  renal 
disease  provision. 
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When  Entitlement  Begins 


A  person  who  meets  all  other  eligibility  requirements  has 
hospital  insurance  protection  beginning: 

►  The  1st  day  of  the  3rd  month  after  the  month  a  course  of 
dialysis  is  initiated 

or  (if  earlier) 

►  The  1st  day  of  the  month  he  is  hospitalized  for  a  kidney 
transplant  (provided  the  transplant  surgery  occurs  in  that 
month  or  the  next  month). 


In  other  words,  a  person's  entitlement  to  hospital 
insurance  (Part  A  of  Medicare)  cannot  begin  earlier  than 
two  full  calendar  months  after  the  month  his  course  of 
dialysis  begins,  unless  he  receives  a  kidney  transplant  as 
described  above. 

The  first  month  anyone  can  qualify  for  benefits  under 
the  renal  disease  provision  is  July  1973,  the  month  the  law 
became  effective. 

When  Entitlement  Ends 

A  person's  entitlement  to  this  protection  ends: 

►  The  last  day  of  the  12th  month  after  the  month  he 
receives  a  kidney  transplant,  or  his  course  of  dialysis  is 
terminated, 

or 

►  When  he  dies 

(whichever  of  these  dates  occurs  first). 

If  within  1 2  months  after  transplantation  the  person 
requires  another  transplant  or  returns  to  dialysis,  there  is 
no  interruption  in  entitlement. 
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How  Entitlement  Is  Established 

A  person  wishing  to  establish  entitlement  to  Medicare  may 
receive  assistance  at  any  social  security  office.  Representa- 
tives there  will  help  the  applicant  furnish  all  necessary 
information  and  answer  questions  he  may  have  about  the 
Medicare  program.  Notification  of  entitlement  will  be 
mailed  later  from  Social  Security. 

When  entitlement  to  hospital  insurance  (Part  A)  is 
established,  the  individual  is  automatically  enrolled  for 
supplementary  medical  insurance  (Part  B)  to  begin  the  same 
month,  unless  he  specifies  he  does  not  want  this  coverage. 
(Declining  Part  B  coverage  is  not  in  the  best  interests  of 
most  persons  with  end-stage  renal  disease,  since  many  renal 
services  are  covered  only  under  Part  B.) 
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What  Is  Covered 


As  previously  mentioned,  a  person  qualifying  for  Medicare 
by  means  of  the  renal  disease  provision  is  eligible  for  the 
full  range  of  benefits  available  under  the  health  insurance 
program,  not  just  for  those  services  relating  to  renal  care. 
Following  is  a  brief  discussion  of  what  the  Medicare 
program  covers  generally,  and  specifically  for  renal  services. 

Part  A 

Medicare  Part  A  is  hospital  insurance.  Subject  to  specified 
deductible  and  coinsurance  amounts.  Part  A  covers  the 
reasonable  and  medically  necessary  services  a  person 
receives  as  a  bed  patient  in  a  hospital  participating  in  the 
Medicare  program.  Providing  all  conditions  of  the  law  are 
met.  Part  A  can  also  cover  services  received  as  an  inpatient 
of  a  participating  skilled  nursing  facility,  or  as  a  patient  at 
home  receiving  services  from  a  participating  home  health 
agency  after  leaving  a  hospital  or  skilled  nursing  faciUty. 

Part  B 

Medicare  Part  B  is  medical  insurance.  Coverage  includes 
physicians'  services,  outpatient  hospital  services,  and  other 
medically  necessary  services  and  supplies.  Subject  to  a 
yearly  deductible.  Part  B  pays  80  percent  of  the  reasonable 
charges  (or  reasonable  costs  when  applicable)  for  covered 
services. 


Services  Associated  with  Renal  Disease 

Persons  with  end-stage  renal  disease  require  special  medical 
services.  Following  are  illustrations  of  some  of  these 
services  covered  by  the  Medicare  program. 
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Transplant  services 

A  Medicare  transplant  patient  with  both  Part  A  and  Part  B 
entitlement  is  covered  for  the  usual  inpatient  hospital  and 
physician  services.  In  addition,  necessary  tissue  typing  and 
related  services  for  both  the  recipient  and  the  donor  are 
covered,  including  services  to  the  donor  in  connection  with 
the  acquisition  of  the  kidney  for  transplantation.  The 
number  of  days  the  donor  spends  in  the  hospital  does  not 
count  against  the  number  of  covered  inpatient  hospital  days 
available  to  the  beneficiary  under  Part  A,  and  there  is  no 
Part  A  deductible  or  coinsurance  chargeable  for  services 
to  the  donor. 

Tissue  typing  and  related  services  rendered  to  both 
the  recipient  and  the  donor  during  the  preentitlement  period 
of  the  beneficiary  are  reimbursable  under  Medicare. 
The  preentitlement  period  is  that  period  of  time  after  the 
patient  has  been  diagnosed  as  having  end-stage  renal 
disease  but  before  the  beginning  date  of  such  patient's 
Medicare  entitlement. 

Dialysis  services 

Benefits  include  coverage  of  dialysis  services  in  all 
settings — in  hospitals,  in  outpatient  dialysis  facihties 
operated  by  hospitals,  in  free-standing  dialysis  facilities, 
and  in  the  homes  of  patients  who  are  self-dialyzing.  For 
services  to  be  covered  in  any  of  the  settings  other  than  in 
the  patient's  home,  the  faciHty  must  meet  the  requirements 
prescribed  by  the  Secretary  of  Health,  Education,  and 
Welfare  (HEW).  (See  section  headed,  Who  Furnishes 
Medical  Services  and  Supplies.) 
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Dialysis  is  a  process  which  substitutes  for  the  normal 
kidney  function  of  removing  waste  products  from  the  body. 
There  are  two  types  of  dialysis  in  common  usage — 
hemodialysis  and  peritoneal  dialysis.  In  hemodialysis,  which 
is  the  more  widely  used  form  of  treatment,  the  blood  is 
filtered  through  a  kidney  machine  where  it  is  cleansed  of 
impurities,  then  returned  to  the  body.  In  peritoneal  dialysis, 
this  filtering  process  takes  place  within  the  patient's 
abdominal  cavity  without  the  blood  ever  leaving  the  body. 
Since  the  differences  in  these  two  processes  are  not  material 
to  this  discussion,  the  term  dialysis  will  be  used  throughout 
without  specifying  the  type. 

The  usual  periodic  dialysis  treatment  given  to  a  patient 
with  end-stage  renal  disease  to  sustain  hfe  is  called  routine 
maintenance  dialysis.  Such  treatments  are  given  at  intervals 
determined  by  the  physician,  generally  two  or  three  times 
a  week.  Self-dialysis  is  routine  maintenance  dialysis  per- 
formed by  a  patient  at  home  or  within  a  dialysis  facility 
who  has  been  trained  to  perform  this  function  for  himself, 
with  the  assistance  of  another  person.  The  process  of 
educating  both  patient  and  helper  to  perform  this  function 
is  referred  to  as  self-dialysis  training. 

Once  a  patient  is  entitled  to  benefits  and  has  become 
stabilized,  usually  following  a  short  course  of  dialysis  as  a 
hospital  inpatient  (Part  A  coverage),  maintenance  dialysis 
services  are  normally  covered  on  an  outpatient  basis  under 
Part  B.  These  maintenance  dialysis  treatments  may  be 
rendered  in  a  hospital-operated  dialysis  facility,  a  free- 
standing dialysis  faciHty,  or  in  the  patient's  home.  When 
dialysis  takes  place  in  the  home,  Part  B  also  covers  the  rental 
or  purchase  of  home  dialysis  equipment  and  most  supplies 
necessary  for  its  effective  use.  (While  home  health  benefits 
are  available  under  the  Medicare  program,  rarely  do 
beneficiaries  dialyzing  at  home  quahfy  for  them.  This  is 
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because  the  individual  must  ordinarily  be  capable  of 
performing  self -dialysis.  In  most  cases,  this  means  he  is  not 
homebound  and  not  in  need  of  skilled  nursing  care,  or 
physical  or  speech  therapy,  and  thus  does  not  meet  the 
requirements  for  home  health  benefits.) 

There  may  be  varying  levels  of  care  provided  within 
the  same  dialysis  setting.  For  example,  in  a  given  dialysis 
facility,  the  patient  may  require  extensive  professional 
attention,  or  he  may  have  progressed  to  "self  care"  with  only 
minor  assistance  needed  from  the  medical  personnel  at  the 
facility.  In  any  of  the  settings  the  patient  may  be  trained  to 
perform  self -dialysis  in  his  own  home.  When  medical, 
psychological  and  social  conditions  warrant,  the  patient 
is  often  encouraged  to  self-dialyze  at  home.  Self-dialysis  in 
the  home  is  usually  more  convenient  for  the  patient  and 
more  economical  both  to  the  patient  and  to  the  Medicare 
program. 
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What  It  Costs 

y 

Costs  to  the  Program 

The  nature  of  the  medical  services  required  for  end-stage 
renal  disease  makes  this  provision  one  of  the  most  costly  of 
the  Medicare  program.  Actuarial  estimates  for  costs  in  the 
first  year  were  $240  million  for  all  Medicare  beneficiaries 
having  this  disease.  (This  projection  included  those  bene- 
ficiaries with  end-stage  renal  disease  who  qualified  for 
coverage  under  some  other  provision  of  the  law.)  Approxi- 
mately one  year  after  the  legislation  was  effective,  an 
average  of  $3  milhon  per  week  was  being  paid  by  inter- 
mediaries alone  to  participating  medical  facihties  for 
services  rendered  to  Medicare  beneficiaries  with  end-stage 
renal  disease.  This  does  not  include  payments  by  carriers 
to  physicians,  suppliers  and  beneficiaries.  Because  of  the 
complexities  involved  in  the  renal  disease  provision,  it  will 
be  well  beyond  the  first  year  before  the  true  costs  as- 
sociated with  this  part  of  the  Medicare  program  may  be 
known. 

Costs  to  the  Beneficiary 

The  renal  disease  provision  is  expensive  for  Medicare  in 
relation  to  the  small  proportion  of  the  Nation's  population 
it  protects.  However,  the  extension  of  coverage  to  persons 
with  end-stage  renal  disease  relieves  a  significant  number  of 
these  beneficiaries  from  a  catastrophic  financial  burden. 
For  example,  it  would  not  be  unusual  for  a  person  under- 
going routine  maintenance  dialysis  to  incur  expenses  of 
more  than  $23,000  in  a  year  for  dialysis  treatments  alone. 
Routine  maintenance  dialysis  is  usually  provided  on  an 
outpatient  basis,  reimbursable  under  Part  B.  Thus,  for  a 
beneficiary  with  Part  B  entitlement.  Medicare  assumes 
responsibility  for  80  percent  of  the  reasonable  charges  (or 
reasonable  costs  when  appropriate)  after  the  Part  B 
deductible  has  been  met. 
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Expenses  of  a  kidney  transplant  and  related  services 
vary  greatly.  The  usual  expenses  include  surgeons'  fees,  the 
kidney  acquisition  charge,  related  hospital  services,  and 
postoperative  drug  therapy.  Based  upon  a  hospital  stay 
ranging  from  25  to  30  days,  expenses  for  a  transplant  can 
total  from  $10,000  to  $13,000,  exclusive  of  physicians' 
charges  and  postoperative  care  which  a  transplant  patient 
may  require  for  a  considerable  period  of  time.  Most  of  the 
expenses  of  a  kidney  transplant,  including  supportive 
services,  will  be  covered  for  a  Medicare  beneficiary. 

Reimbursement  for  renal  services  is  based  with  certain 
adaptations  upon  standard  Medicare  principles.  Thus,  a 
kidney  patient  is  responsible  for  the  usual  Part  A  and  Part 
B  deductibles  and  coinsurance  and  is  subject  to  Medicare's 
established  guidelines  governing  utilization  and  coverage 
of  services.  He  has,  in  effect,  the  same  insurance  protection 
for  the  same  costs  as  a  beneficiary  whose  entitlement  is 
based  upon  some  other  provision  of  Medicare. 

Financing  Provisions 

The  renal  disease  provision  is  financed  through  mechanisms 
already  established  for  Medicare.  Hospital  insurance  (Part 
A)  is  financed  by  a  special  contribution  from  self-employed 
persons  and  employees,  with  employers  paying  an  equal 
amount. 

Supplementary  medical  insurance  (Part  B)  is  financed 
through  monthly  premiums  paid  by  enrollees,  supplemented 
by  an  additional  amount  from  general  revenues  of  the 
Federal  Government  which  at  least  equals  the  amount  of 
the  enrollee's  premium. 

Both  the  hospital  insurance  and  the  supplementary 
medical  insurance  programs  are  reviewed  each  year  to 
insure  that  Medicare  costs  are  being  met.  Changes  in  the 
contribution  rate  and  deductible  amount  for  Part  A  and  in 
the  premium  amount  for  Part  B  may  be  made  annually  by 
the  Secretary  of  HEW. 
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Who  Furnishes  Medical  Services 
and  Supphes 

Basically,  two  types  of  medical  services  are  rendered  to 
patients  with  end-stage  renal  disease — kidney  transplanta- 
tion and  dialysis.  These  two  basic  services,  and  related 
services,  equipment  and  supphes,  may  be  furnished  by: 

►  Hospitals 

►  Dialysis  Facilities 
— Hospital-operated 

— Free-standing  (not  hospital-operated) 

►  Suppliers 

►  Laboratories 

►  Physicians. 

The  renal  disease  provision  of  the  1972  Amendments 
authorizes  the  Secretary  of  HEW  to  limit  program  reim- 
bursement to  medical  facilities  meeting  certain  require- 
ments. Facilities  qualifying  for  participation  must,  provide 
for: 

►  A  minimum  utilization  of  renal  services 

(to  encourage  quality  of  performance  at  an  acceptable 
level  of  cost) 

and 

►  Medical  review  boards 

(to  insure  the  appropriateness  of  patient  care). 

In  addition  to  these  requirements,  the  final  regulations 
will  provide  for  networks  of  affiliated  medical  facilities 
insuring  the  availabihty  of  all  modalities  of  treatment  for 
renal  disease. 
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The  renal  disease  provision  highlighted  an  area  of 
highly  complex  medical  services  with  which  the  Medicare 
program  previously  had  little  experience.  Because  of  this 
lack  of  experience  and  the  need  to  provide  operating 
guidelines  within  a  relatively  short  period  of  time,  interim 
regulations  were  developed.  These  regulations  set  forth 
certain  minimal  standards  for  the  initial  participation  of 
renal  facilities,  while  allowing  time  for  the  study  and 
evaluation  of  program  data  before  the  establishment  of  final 
criteria.  Following  is  a  discussion  of  these  interim  guidelines 
for  the  various  types  of  renal  facilities  participating  in  the 
program. 

Hospitals  and  Dialysis  Facilities 

With  respect  to  kidney  transplantation,  hospitals  meet  the 
interim  guidelines  if  they  were  participating  in  the  Medicare, 
program  prior  to  June  1,  1 973,  and  were  then  providing 
transplant  services.  Similarly,  with  respect  to  dialysis, 
Medicare  reimbursement  is  limited  to  the  services  of 
facilities  which  were  providing  dialysis  prior  to  June  1, 
1973. 

Those  dialysis  facilities  meeting  the  above  require- 
ment which  are  operated  by  a  participating  hospital  meet 
the  interim  guidelines  for  reimbursement  of  services  without 
further  stipulations.  Those  facilities,  however,  which  are 
free-standing  (not  operated  by  a  participating  hospital)  are 
subject  to  conditions  other  than  the  one  given  above. 

Free-standing  dialysis  facilities  must  meet  State  or  local 
licensure  requirements,  must  have  back-up  arrangements 
with  a  participating  hospital,  and  treatment  must  be  under 
the  general  supervision  of  a  physician.  Furthermore,  they 
must  agree  to  accept  Medicare's  payment  determination  as 
the  reasonable  charge  and  to  bill  Medicare  rather  than  the 
patient  for  amounts  reimbursable  under  the  program. 
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For  hospitals  and  facilities  not  providing  transplant  or 
dialysis  services  prior  to  June  1,  1973  (or  those  wishing  to 
add  new  services  or  significantly  expand  existing  services 
after  that  date),  Medicare  has  provided  a  facility  qualifica- 
tion exception  procedure.  These  facilities  must  meet  certain 
exception  criteria  to  be  approved  for  reimbursement  of 
their  services.  The  exception  standards  are  designed  to 
identify  facilities  which  will  fulfill  a  renal  health  need  in  a 
particular  locality  without  unduly  duplicating  services  or 
unreasonably  increasing  costs.  Exception  requests  receive 
consideration  at  local,  regional,  and  national  levels.  Deter- 
minations on  these  requests  are  made  by  the  Social  Security 
Administration  (SSA),  with  the  advice  of  the  Comprehen- 
sive Health  Planning  Agency  (Health  Resources  Ad- 
ministration) and  the  Bureau  of  Quality  Assurance  (Health 
Services  Administration). 

A  facility  qualifying  for  participation  in  the  program 
under  either  the  interim  guidelines,  or  by  approval  of  the 
facility  exception  panel,  will  not  necessarily  meet  the  final 
conditions  of  participation,  once  they  have  been  established 
and  long-term  regulations  promulgated. 

Suppliers,  Laboratories,  and  Physicians 

Unlike  renal  facilities,  there  are  generally  no  special 
qualifications  with  respect  to  the  end-stage  renal  disease 
provision  for  suppliers,  laboratories,  or  physicians  who 
furnish  renal  services,  equipment  or  supplies  to  Medicare 
beneficiaries.  The  usual  requirements  of  the  Medicare 
program  apply. 
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How  Payment  Is  Made 


The  renal  disease  provision  contains  aspects  unique  to  the 
Medicare  program.  UnUke  the  other  categories  of  Medicare 
eUgibles  (i.e.,  persons  age  65  and  older  and  persons 
receiving  social  security  benefits  because  of  disability),  the 
renal  disease  provision  extends  coverage  to  persons  having 
this  particular  disease,  regardless  of  their  age  or  ability  to 
work.  Moreover,  Medicare  eligibility  for  persons  with  end- 
stage  renal  disease  is  nearly  universal;  it  has  been  estimated 
that  more  than  90  percent  of  the  Nation's  population  having 
this  disease  qualify  for  coverage  under  the  Medicare 
program. 

Certain  features  of  the  renal  disease  provision  are  so 
unusual  that  special  adaptations  of  Medicare  reimbursement 
principles  have  had  to  be  developed.  The  circumstances 
surrounding  reimbursement  for  renal  services  differ  from 
those  generally  found  in  the  Medicare  program  in  two 
distinct  ways: 

►  With  the  renal  disease  provision.  Medicare  is  paying  for 
costly,  crucial,  and  usually  prolonged  treatment  of  a 
specific  illness 

and 

►  Since  most  of  the  population  having  end-stage  renal 
disease  is  now  covered  by  the  program,  Medicare  is  the 
principal  payer  for  most  renal  services  rendered. 

To  accommodate  these  special  circumstances,  certain 
modifications  in  the  existing  system  for  reimbursement  of 
health  services  under  Medicare  were  required. 
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Reimbursement  to  Transplant  Hospitals 

For  persons  who  are  acceptable  candidates,  transplantation 
often  provides  the  most  suitable  means  of  rehabilitation.  For 
this  reason,  it  was  important  for  Medicare  to  develop  an 
equitable  reimbursement  method  for  the  variety  of  medical 
services  required  to  support  a  quality  transplant  program. 

A  prime  consideration  was  that  certain  costs  associated 
with  a  potential  kidney  transplant  cannot  always  be  assigned 
to  a  particular  beneficiary.  Examples  of  such  costs,  which 
may  or  may  not  lead  to  a  transplant  for  any  given  individual, 
are  organ  procurements,  blood  and  tissue  typing  of  poten- 
tial donors,  and  related  services.  There  was  also  the  fact 
that  these  and  other  costs  involved  in  a  transplant  procedure 
may  be  incurred  before  the  entitlement  of  the  beneficiary. 

Taking  these  special  circumstances  into  account,  the 
concept  of  the  standard  kidney  acquisition  charge  was 
developed.  This  is  a  projected  average  charge  established 
by  each  transplant  hospital  by  dividing  the  expected  allow- 
able costs  for  all  services  associated  with  kidney  acquisition 
by  the  estimated  number  of  kidneys  to  be  acquired  during 
the  hospital's  cost  reporting  period. 

There  are  actually  two  standard  kidney  acquisition 
charges  computed:  one  for  kidneys  acquired  from  live 
donors,  another  for  kidneys  acquired  from  cadavers.  The 
appropriate  standard  kidney  acquisition  charge  is  billed  by 
the  transplant  hospital  to  the  Medicare  program,  along 
with  other  charges  associated  with  the  transplant  operation, 
for  each  kidney  transplant  performed. 

The  standard  kidney  acquisition  charge  allows  a 
transplant  hospital  to  obtain  reimbursement  on  an  interim 
and  thus  more  timely  basis  for  a  kidney  transplant  and  all 
related  services.  Final  reimbursement  based  on  reasonable 
cost  is  determined  at  the  end  of  the  hospital's  cost  reporting 
year  when  actual  costs  can  be  computed.  All  hospital-related 
transplant  services  are,  of  course,  reimbursable  under  Part 
A,  subject  to  the  usual  Part  A  deductible  and  coinsurance 
amounts. 
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Reimbursement  to  Dialysis  Facilities 

The  treatment  for  persons  who  are  awaiting  a  kidney 
transplant,  or  those  who  for  some  reason  are  not  suitable 
candidates  for  transplantation,  is  dialysis.  As  previously 
mentioned,  dialysis  may  be  performed  in  any  of  several 
settings:  a  hospital,  a  dialysis  facility  operated  by  a  hospital, 
a  free-standing  dialysis  facility,  or  in  the  patient's  home. 

Dialysis  services  for  a  hospital  inpatient  who  is  acutely 
ill  or  one  who  is  hospitalized  in  anticipation  of  a  kidney 
transplant  are  reimbursed  under  Part  A,  with  application 
of  the  usual  Medicare  provider  reimbursement  rules. 
However,  services  for  a  patient  hospitalized  solely  for 
routine  maintenance  dialysis,  as  well  as  outpatient  dialysis 
services  in  any  dialysis  facility  (hospital-operated  or  free- 
standing), are  reimbursed  by  intermediaries  under  Part  B, 
subject  to  special  reimbursement  guidelines. 

As  mentioned  before,  when  the  renal  disease  legisla- 
tion was  enacted  there  were  few  established  data  for  use  in 
implementing  this  part  of  the  Medicare  program.  The 
kidney  disease  population  was  small,  was  not  evenly 
distributed  nationally,  and  the  costs  of  dialysis  services  had 
not  been,  for  the  most  part,  clearly  identified.  Neither  the 
Bureau  of  Health  Insurance  (SSA)  nor  its  intermediaries 
had  sufficient  experience  in  this  particular  field  of  treat- 
ment to  establish  initial  reimbursement  rates. 

Because  of  this  lack  of  program  data,  consultations 
were  held  with  physicians  and  other  professional  groups, 
including  insurers,  experienced  in  the  field  of  renal  care. 
Based  on  these  discussions,  a  Medicare  program  payment 
screen  per  maintenance  dialysis  was  established.  (Recog- 
nizing that  training  a  person  for  self-dialysis  requires  more 
personnel  involvement,  a  higher  payment  screen  was 
established  for  self -dialysis  training  sessions.)  These  screens 
presume  that  certain  laboratory  and  physician  services  are 
being  furnished  by  the  outpatient  dialysis  facilities.  When 
a  facility  does  not  provide  these  services  (because  they  are 
being  furnished  by  another  source)  the  screens  are  adjusted 
downward. 
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Intermediaries  determine  the  appropriate  reimburse- 
ment for  dialysis  services  up  to  and  including  the  Medicare 
program  screens.  When  a  dialysis  faciUty  believes  that  its 
costs  exceed  the  screens,  it  can  request  an  upward  adjust- 
ment in  its  per  dialysis  reimbursement  through  a  review 
panel  located  at  Social  Security  Headquarters  in  Baltimore. 

Under  Medicare  Part  B,  the  program  reimburses  the 
dialysis  facihty  80  percent  of  the  amount  billed,  after  the 
deductible  has  been  met,  subject  to  the  payment  screens  as 
described  above.  All  facilities  have  agreed  to  bill  the  bene- 
ficiary only  for  any  unmet  Part  B  deductible  and  the  remain- 
ing 20  percent  of  Medicare's  reimbursement  determination. 
For  a  single  outpatient  maintenance  dialysis  treatment,  for 
example,  the  total  payment  to  the  dialysis  facility  from 
Medicare  and  the  beneficiary  cannot  exceed  the  Medicare 
program  screen,  unless  a  higher  amount  has  been  established 
under  the  reimbursement  exception  procedure. 

Reimbursement  to  Suppliers 

Generally,  with  respect  to  the  renal  disease  provision, 
suppliers  are  those  organizations  furnishing  home  dialysis 
equipment  (on  a  rental  or  purchase  basis)  and  the  supplies 
necessary  for  its  effective  use.  Reimbursement  is  made 
under  the  usual  rules  for  Medicare  Part  B.  After  the  Part  B 
deductible  has  been  met,  the  program  assumes  80  percent 
of  the  reasonable  charge.  The  supplier  may  bill  Medicare 
directly  using  the  assignment  method  and  agreeing  to  accept 
Medicare's  reasonable  charge  determination  as  the  full 
charge,  or  the  beneficiary  may  pay  the  supplier  and  claim 
reimbursement  from  the  Medicare  program. 

Beneficiaries  may  also  obtain  equipment  and  supplies 
directly  from  dialysis  facilities  or  other  organizations  which 
are  often  able  to  purchase  or  lease  the  equipment  and  obtain 
supplies  at  prices  lower  than  those  available  to  an  individual 
buyer.  This  method  is  of  obvious  economic  advantage  to 
both  the  beneficiary  and  the  Medicare  program. 
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Reimbursement  to  Laboratories 

Covered  outpatient  laboratory  services  are  reimbursed 
under  Medicare  Part  B  at  80  percent  of  the  reasonable 
charge  after  the  deductible  has  been  met.  The  laboratory 
may  be  part  of  a  hospital,  part  of  a  separate  dialysis  facility, 
or  a  certified  independent  laboratory.  In  any  case,  Medi- 
care's usual  facility  and  laboratory  qualification  require- 
ments apply. 

Facilities,  intermediaries,  and  carriers  have  been 
provided  a  list  of  routine  laboratory  tests  presumed 
necessary  for  dialysis,  and  the  frequency  with  which  these 
tests  are  usually  given.  Laboratory  tests  not  falling  within 
these  guidelines  require  special  documentation. 

With  the  exception  of  tissue  typing  of  transplant 
candidates,  laboratories  providing  services  to  Medicare 
beneficiaries  are  paid  in  one  of  these  ways:  by  the  dialysis 
faciUty  (which  in  turn  bills  Medicare),  by  the  Medicare 
carrier,  or  by  the  beneficiary.  In  the  latter  situation,  the 
beneficiary  may  then  claim  from  Medicare  the  appropriate 
Part  B  benefits  due.  Tissue  typing  services  are  generally 
billed  by  the  laboratory  directly  to  the  transplant  faciUty. 

Reimbursement  to  Physicians  for  Transplant 
Services 

Medicare  reimbursement  to  physicians  performing  trans- 
plantation is  currently  based  on  the  physicians'  customary 
and  prevailing  charges,  subject  to  Medicare  program  limits. 
When  the  renal  disease  provision  was  enacted,  there  was  a 
wide  disparity  in  the  charges  of  physicians  for  transplant 
and  related  services.  Because  insufficient  charge  data 
existed  on  which  to  establish  the  usual  reimbursement 
guidelines,  certain  interim  payment  provisions  and  limita- 
tions were  established. 
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Based  on  actual  program  charge  experience  and 
discussions  between  representatives  of  Medicare  and 
professionals  in  the  field  of  renal  care,  continued  considera- 
tion will  be  given  to  the  refinement  of  present  reimburse- 
ment methods. 

Reimbursement  to  Physicians  for  Dialysis  Services 

There  are  two  methods  of  reimbursement  to  physicians  for 
maintenance  dialysis  services  rendered  to  Medicare 
beneficiaries — an  initial  and  an  alternative  method.  For 
outpatient  maintenance  dialysis  rendered  in  any  dialysis 
facihty  (hospital-operated  or  free-standing)  physicians  may, 
under  the  initial  method: 

►  Be  paid  by  the  dialysis  facility,  under  arrangements 
between  the  physicians  and  the  facility,  for  supervisory 
care  of  Medicare  beneficiaries  during  dialysis 

and 

►  Be  paid  by  Medicare'-'  on  a  fee-for-services  basis  for  other 
covered  services  rendered; 

or  they  may,  by  voluntarily  electing  the  alternative  method: 

►  Be  paid  by  Medicare-'"  a  comprehensive  monthly  amount 
for  all  renal  services  (supervisory  and  otherwise,  in  both 
complicated  and  uncomphcated  cases) 

and 

►  Limit  additional  billing  to  those  services  not  included  in 
the  monthly  amount  (i.e.,  services  beyond  those  usually 
required  for  the  care  of  renal  disease). 

*  The  beneficiary  may  pay  the  physician,  and  Medicare  will 
reimburse  the  beneficiary  the  appropriate  Part  B  amount, 
whenever  the  physician  does  not  accept  an  assignment  for  the 
services  billed. 
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The  alternative  method  of  reimbursement  is  available 
only  if  all  physicians  rendering  services  in  a  given  dialysis 
facility  elect  it.  The  initial  and  the  alternative  methods  of 
reimbursement  may  not  be  mixed  within  a  dialysis  facility 
for  physicians  rendering  services  in  that  facility. 

If  the  physicians  in  a  dialysis  f aciUty  receive  their 
payment  under  the  initial  method,  Medicare  uses  its 
program  payment  screens  in  reimbursing  the  facility.  If  the 
physicians  elect  the  alternative  method,  an  adjustment  is 
made  in  the  payment  screens,  recognizing  the  elimination 
of  the  physicians'  supervisory  services  from  the  dialysis 
facihty's  operating  expenses. 

Physicians  caring  for  Medicare  beneficiaries  who  are 
self-dialyzing  may  also,  under  certain  conditions,  elect  the 
alternative  method.  (Physicians  using  the  alternative  method 
for  their  services  in  a  given  dialysis  facility  must  also  use 
the  alternative  method  for  their  self-dialyzing  patients  who 
have  back-up  services  with  that  facility.) 

For  self -dialysis  training,  physicians  are  reimbursed  a 
one-time  per  patient  all  inclusive  amount  by  Medicare's 
Part  B  carrier. 
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Where  The  Program  Stands 


The  First  Year  in  Review 

The  renal  disease  provision  was  effective  on  July  1,  1973. 
During  the  first  year,  efforts  were  concentrated  on  bene- 
ficiary enrollment  and  the  development  of  policies  and 
procedures  to  adapt  those  unusual  features  of  the  provision 
to  the  existing  Medicare  program. 

At  the  time  the  provision  became  law  it  was  estimated 
that  13,000  persons  with  end-stage  renal  disease  would  be 
covered  by  Medicare,  with  8,000  to  10,000  persons  becom- 
ing eligible  annually  thereafter.  With  the  cooperation  of 
interested  health  agencies,  the  Social  Security  Administra- 
tion undertook  a  major  enrollment  effort  to  locate  those 
persons  potentially  eligible  and  see  that  their  entitlement  to 
this  health  insurance  protection  was  established. 

At  the  close  of  the  first  12  months,  between  17,000 
and  18,000  individuals  (including  those  persons  with  end- 
stage  renal  disease  qualifying  under  some  other  provision 
of  Medicare)  were  enrolled  in  the  program.  As  of  this  same 
date  (June  30,  1974)  more  than  600  transplant  and  dialysis 
facilities  quahfied  for  participation  under  the  interim 
guidelines  to  provide  renal  services  for  Medicare  bene- 
ficiaries. 


22 


During  the  first  year  the  provision  was  in  effect, 
interim  reports  of  payments  by  intermediaries  on  behalf  of 
beneficiaries  with  end-stage  renal  disease  totaled  nearly 
$100  milHon.  This  does  not  include  Part  B  carrier  payments 
to  suppliers,  laboratories,  physicians,  or  beneficiaries,  which 
are  processed  through  the  regular  Medicare  reimbursement 
mechanism  and  often  not  specifically  identified  as  payment 
for  renal  services. 

At  least  two  additional  factors  affect  this  $iOO  million 
payment  amount.  Delayed  billing  for  transplant  services 
rendered  to  Medicare  beneficiaries  during  the  first  year  of 
program  operation  reflected  a  lower  figure  than  the  total 
payment  which  will  eventually  be  shown  for  fiscal  year 
1974.  Although  hospitals  could  bill  for  these  services 
during  the  year,  most  of  them  chose  to  wait  for  more  explicit 
instructions  on  determining  costs  for  kidney  transplant  and 
related  services.  These  additional  instructions  were  released 
in  July  1974.  Also,  interim  payments  to  dialysis  facilities 
during  the  first  year  were  limited  to  the  Medicare  program's 
payment  screens.  In  some  cases,  an  increase  in  the  facilities' 
payment  screens  will  be  approved  and  additional  payments 
will  be  due  for  services  rendered  during  the  period  July  1 , 
1973  to  June  30,  1974.  Notwithstanding  the  time  required 
initially  to  institute  an  even  payment  flow,  by  the  end  of 
the  first  year,  as  previously  stated,  intermediaries  alone 
were  averaging  $3  million  per  week  in  payments  for 
services  rendered  to  Medicare  beneficiaries  with  end-stage 
renal  disease. 
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The  Department  of  HEW  estimated  costs  of  the  renal 
disease  provision  for  fiscal  year  1974  at  $240  million, 
ranging  to  $1  billion  annually  after  the  10th  year.  Over  this 
10-year  period,  DHEW  estimates  the  number  of  persons  in 
need  of  dialysis  and/or  transplantation  will  increase  from 
about  13,000  to  a  leveling  off  point  of  about  50,000  to 
60,000.  When  all  benefits  have  been  tabulated  for 
services  rendered  during  fiscal  year  1974  to  beneficiaries 
with  end-stage  renal  disease,  it  is  probable  that  the  1974 
cost  estimate  will  be  realized. 

The  renal  disease  legislation  fulfilled  an  urgent  need 
in  providing  the  means  of  life-saving  health  care  to  a 
particular  segment  of  the  Nation's  population.  It  is  now  the 
responsibility  of  the  Medicare  program  in  carrying  out  this 
congressional  intent  to  assure  the  high  quality  and  accessi- 
bility of  renal  care  while  containing  costs  for  these  services 
which  are  among  the  most  expensive  in  medicine  today. 
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Comments  on  The  Renal  Disease  Provision  of 
Medicare 

As  a  user  of  this  booklet,  your  opinion  on  the  following  is 
solicited: 

1.   Is  the  content  accurate?  (Please  note  inaccuracies.) 


2.   In  what  way  did  you  find  the  booklet  useful? 


'"S  3.   How  would  you  improve  the  booklet? 


too 
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4.  What  topics  would  you  suggest  for  similar  publications? 


5.  What  is  your  organization  and  position? 


Address  comments  to: 

Bureau  of  Health  Insurance 

Division  of  Management 

Training  and  Career  Development  Branch 

Program  Training  Group 

GM- 1  East  Bldg. ,  Low  Rise 

Baltimore,  Maryland  21235 
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